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Fewer Completions, Increased Leasing Help
Stabilize Industrial Vacancy
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Note: Arrows indicate year-over-year change.

Executive Summary

- Strong new leasing activity and fewer construction completions limited an increase
in the overall industrial vacancy rate to just 10 basis points (bps) in Q3, the smallest rise
in two years.

- Robust demand from third-party-logistics (3PL) providers brought year-to-date leasing
activity to 621.4 million sq. ft., up by 5.2% from this time last year. Leasing activity is on track
to finish 2024 with the third highest annual total on record.

- Although net absorption increased for the second consecutive quarter to 53.9 million sq. ft,,
year-to-date net absorption totaling 122.1 million sq. ft. was 38% lower than last year.
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Average asking rent declined by 0.8% quarter-over-quarter and 2.4% year-over-year to $11.12 per sq.
ft., the first-time since Q3 2011 that rents have declined for two consecutive quarters.

Construction starts fell to a post-pandemic low of 36.4 million sq. ft. in Q3. The decrease will lead to a
decline in available first-generation space in 2025 and 2026.

Texas industrial markets outperformed the rest of the country in Q3, with Houston, Dallas-Ft. Worth
and Austin ranking in the top 10 for net absorption.
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Figure 1
E-commerce share of total retail sales
continues to rise

— The e-commerce share of total non-auto retail sales—a key
indicator of demand for warehouse space—increased for
the seventh consecutive quarter to a record-high 23.2%.

— The e-commerce share of non-auto retail sales is expected
to reach 30% by Q4 2029.
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Figure 2
Industrial completions & demand

Construction completions decreased to 86.9 million sq. ft. in Q3,
the first-time they were below 100 million sq. ft since Q12022.

Although net absorption increased for the second consecutive
quarter to 53.9 million sq. ft., year-to-date net absorption totaling
122.1 million sq. ft. was down by 38% from last year.

While Q3 2024 was the ninth consecutive quarter in which
construction completions outpaced net absorption, it was the
smallest difference between the two since Q4 2022, limiting the
increase in the overall vacancy rate to just 10 bps.

Continued decreases in new construction for the foreseeable
future should alleviate supply-side pressures in subsequent
quarters.
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Figure 3
Industrial leasing activity by size range

— Leasing activity totaling 199.9 million sq. ft. in Q3 was up by 7.4%
from a year ago. Year-to-date leasing activity increased by 5.2%
from last year to 621.4 million sq. ft. but was 8% less than 2022’s
total through Q3.

— All lease size ranges except for 100,000 to 300,000 sq. ft. and 1.2
million sq. ft. and above have seen increased leasing activity
year-to-date from the same time last year.

— Thirty-nine leases for 1 million sq. ft. or more were signed in the
first three quarters of 2024 vs. 32 in the same period last year.

— Despite the increase in lease signings for 1 million sq. ft. or more,
the average lease size fell by 4.7% year-over-year to 68,497 sq.
ft. through Q3.
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Figure 4
Space under construction continues to fall
— Industrial space under construction fell for the seventh

consecutive quarter to 247.9 million sq. ft, the lowest amount
since Q3 2019.

— Nearly 30% of space under construction was preleased, up from
26% a year ago.

— The South had the most space under construction at 85.6 million
sq. ft., led by Atlanta with 11.8 million sq. ft.
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Figure 5
Construction starts decline MSF
140
— Construction starts fell to a post-pandemic low of 36.4 million sq.
ft.in Q3.
— Build-to-suits accounted for only 16% of Q3 construction starts, 120 171

much lower than the 25% in the previous quarter.

— Starts have declined considerably over the past three years,
which will result in significantly fewer construction completions 100
in coming quarters.

80

60

40

20

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023 2024 2024 2024

Source: CBRE Research, Q2 2024.

CBRE RESEARCH © 2024 CBRE, INC.



FIGURES | US.INDUSTRIAL | Q32024

Figure 6
Q32024 net absorption &
under construction rankings

— Houston overtook Dallas-Ft. Worth in Q3 for the
most net absorption.

— Savannah remained the top growth market (net
absorption as a percentage of existing inventory)
for the second consecutive quarter at 5.5%.
Markets with high population growth, including
Austin, Houston, Phoenix and Raleigh-Durham,
dominated the rest of the top 10 growth markets.

— Phoenix remained the top market for space under
construction with 18.6 million sq. ft., although it
was less than half of the 40.3 million sq. ft. at this
time last year.
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Figure 7
3PLs, traditional retailers drive bulk ]easing YTD 2024 Lease Transactions of 100,000 Sq. Ft. or More YTD 2023 Lease Transactions of 100,000 Sq. Ft. or More

— Bulk leasing increased by 4.9% year-over-year.

— After a slow first quarter, 3PL providers rebounded to a 34.1%
share of total bulk leasing year-to-date

— E-Commerce Only companies posted the largest year-over-year Third-Party Logistics 134,567,409 34.1% Third-Party Logistics 115,131,451 30.6%
increase in bulk leasing at 63.8%, largely from an increase in
leases of 1 million sq. ft. or more. General Retail & Wholesale 104,864,751  26.6% General Retail & Wholesale 93,752,187 24.9%
— General Retail & Wholesale was the only other sector to post
year-over-year growth in bulk leasing volume. Food & Beverage 35,414,968 9.0% Food & Beverage 39,929,563 10.6%
Manufacturing 31,252,219 7.9% Automobiles, Tires & Parts 33,847,500 9.0%
Building Materials & Construction 24,571,518 6.2% Manufacturing 31,577,689 8.4%
Automobiles, Tires & Parts 22,192,971 5.6% Building Materials & Construction 27,313,016 7.3%
E-Commerce Only 21,974,705 5.6% E-Commerce Only 13,412,006 3.6%
Medical 10,609,663 2.7% Medical 11,130,719 3.0%
Undisclosed 9,191,309 2.3% Undisclosed 10,187,198 2.7%

394,639,513 100% 376,281,329 100%

Source: CBRE Research, Q3 2024.
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Figure 8
Consumer sentiment & unemployment 110 15

— Consumer sentiment rebounded slightly in Q3, likely due to
lower interest rates and a resilient job market.

A .
— The unemployment rate finished Q3 unchanged from the 100 13
previous quarter at 4.1%. Continued low unemployment indicates
a soft landing for the U.S. economy. 4
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Source: University of Michigan, U.S. Bureau of Labor Statistics, Q3 2024.
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Figure 9
Average asking rent declines

— Average asking rent declined by 0.8% quarter-over-quarter and
2.4% year-over-year to $11.12 per sq. ft,, the first-time since Q3
2011 that rents have declined for two consecutive quarters.

— Despite the overall average decline, asking rents increased
in most markets on a quarter-over-quarter basis.
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Figure 10
At-a-glance industrial market metrics

Q3 2024
Mokt  SmeRak  VacancyRate(®)  YTDMNetAbsorption (S YTD Construction Completions () Under Construction(SP) _Preleased (0™ NNN Asking Rate 5"
Baltimore 32 7.8+ 1,098,749 2,294,269 2,755,205 66.6 10.98+
Boston 19 7.0+ (1451,240) 3323387 2,177,686 0.0 1527+
Central New Jersey 9 6.2+ (1,262,373) 6,985,647 2,954,623 89 1746+
Charleston 51 10.6+ 2,121,369 7,698,308 3731929 248 8.00+
Charlotte 21 82+ 4,555,846 14,138,324 7,032,624 99 7.56-
Greensboro/Winston-Salem 43 6.8- 1,499,951 151,817 2,105,162 674 6.55+
Greenville 27 83- 3,765,260 6,621,029 4,914,329 275 592=
Hartford 58 55+ 634,246 2,686,050 250,240 0.0 749+
Louisville 34 34- 3280,332 1,959,158 3,720,250 441 6.03-
Northern New Jersey 1 52+ (274,583) 2,817,701 3578137 0.0 20.07+
Northern Virginia* 54 4.8+ 277587 221192 448357 0.0 16.79+
Pennsylvania |-78/81 Corridor 8 75+ 2,058,749 9452423 4,994,525 22.7 918+
Philadelphia 12 8.0= 2,131,897 3,607,942 15,044,214 4.3 11.93-
Pittsburgh 38 4.6+ (151,514) 590,220 443815 36.1 9.30+
Raleigh-Durham 49 59- 2,147,632 2553840 3820,217 447 10.89+
Suburban Maryland* 52 53+ 570,341 488183 2,905,855 275 1371+
East 6.8+ 21,002,249 66,949,490 60,877,168 20.7 11.07+
Chicago 1 4.3- 10,658,286 12,698,566 10,235,292 685 811+
Cincinnati 16 6.1+ (113850) 1,200,922 1,460,630 100.0 6.23-
Cleveland 23 27- 452,238 305,000 1,198,200 917 5.68+
Columbus 18 7.0+ 4,452,915 6,008,974 2647947 84.2 6.10-
Detroit 7 26+ 1307527 2,986,621 1,209,041 392 7.36-
Indianapolis 13 10.6= 679,757 4,031,558 2,451,953 747 594+
Kansas City 17 4.3+ 2,542,824 4,383914 3,760,831 734 578+
Milwaukee 15 52- 2,264,007 4,766,873 2,859,465 979 547+
Minneapolis-St. Paul 14 39= 3511822 3126238 2,279,463 87.0 894-
St. Louis 28 4.7+ 1,949,315 1577413 2,210,980 794 5.66+
Midwest 4.9= 27,704,841 41,086,079 30,313,802 77.2 6.53+

Source: U.S. national figures provided by CBRE Econometric Advisors; all other figures compiled by CBRE Research, Q3 2024.
*Suburban Maryland and Northern Virginia represent Washington, D.C. area. ***NNN asking rates are displayed on a per sg. ft. and per annum basis.
**Represents percentage of preleased currently under construction. + indicates increase / - indicates decrease / = indicates no change from previous quarter.
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Figure 10
At-a-glance industrial market metrics
Q3 2024

Atlanta 4 9.0+ 8,776,664 14,967,115 11,820,933 21.6 7.46=
Austin 50 13.6- 4,461,688 6,965,908 10,088,126 95 12.05-
Dallas-Ft. Worth 2 9.8= 16,164,753 27,715,842 11,094,425 195 946+
El Paso 55 83+ 1,452,755 4,357,278 3942033 21.0 9.31+
Ft. Lauderdale 48 4.6+ 239,998 358,088 226,957 0.0 15.25+
Houston 6 59- 16,917,516 13,787,899 10,616,868 439 9.36+
Jacksonville 44 55+ 2151217 2,652,787 5402187 389 840+
Memphis 20 6.5= 1,223,713 - 460,000 100.0 470+
Miami 26 55+ 994,302 5477864 3,899,761 75 15.72+
Nashville 30 2.7- 2,699,261 1,811,814 5,462,851 303 894+
Orlando 39 89+ 1,006,357 4,311,980 4,192,561 234 8.70-
Palm Beach 56 71+ 385,144 1,673,859 269,783 259 15.30-
San Antonio 42 9.2+ 829917 3147126 3,885,316 228 7.94-
Savannah 40 99+ 7,954,221 11,896,365 10,834,197 285 7.12-
Tampa 37 59+ 1474113 4,821,069 3400,053 39.0 10.62-
South 7.8+ 66,731,619 103,944,994 85,596,051 25.7 10.02-
Central Valley, CA 41 7.8+ 830,116 2,632,985 2445527 327 8.87-
Denver 24 8.0- 2374288 3981404 3948424 499 9.60+
Inland Empire 5 6.8= 2598333 17,076,272 11,628,607 0.0 15.19-
Las Vegas 35 81+ 2,681,728 10,958,929 8143304 4b 13.70-
Los Angeles 3 38+ (10,996,092) 3841375 6,185,033 16.9 17.86-
Oakland 45 b= (2196,766) 722,059 642449 343 15.98+
Orange County 25 29+ (2,465,769) 1,219,758 1,494,755 64.0 20.08-
Phoenix 10 1.2+ 10,405,528 29222525 18542879 233 11.82-
Portland 29 54+ (1912,663) 1,626,744 3,334,301 40.2 1237+
Reno 46 105+ (2,785,662) 2958542 1,662,349 98 10.32-
Sacramento 31 51+ 180,525 1,690,458 1,366,097 476 9.72-
Salt Lake City 36 6.0+ 3477642 4,704,255 1,749,884 4.5 Q.44-
San Diego 33 55+ (1,437,785) 1,440,494 2499,668 526 17.84-
San Francisco Peninsula 59 55+ (715,010) 22,000 - 0.0 2219+
San Jose 47 32+ (844,365) - 1,945,749 326 2046+
Seattle 22 82+ 779207 6,562,878 5,010,776 34.0 15.32+
Tucson 58 44- 221,333 - 539,630 307 9.96-
Walnut Creek/I-680 Corridor 57 54- 4,626 - - 0.0 17.77-
West 6.3+ 199,214 88,660,678 71,139,432 22.1 14.36-

Source: U.S. national figures provided by CBRE Econometric Advisors; all other figures compiled by CBRE Research, Q3 2024.
*Suburban Maryland and Northern Virginia represent Washington, D.C. area. ***NNN asking rates are displayed on a per sg. ft. and per annum basis.
**Represents percentage of preleased currently under construction. + indicates increase / - indicates decrease / = indicates no change from previous quarter.
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subject to significant uncertainties and contingencies, many of which are beyond CBRE's control. In addition, many of CBRE's views are opinion and/or projections based on CBRE's subjective analyses of current market circumstances. Other firms may have different opinions, projections
and analyses, and actual market conditions in the future may cause CBRE's current views to later be incorrect. CBRE has no obligation to update its views herein if its opinions, projections, analyses or market circumstances later change.

Nothing in this report should be construed as an indicator of the future performance of CBRE's securities or of the performance of any other company's securities. You should not purchase or sell securities—of CBRE or any other company—based on the views herein. CBRE disclaims all

adequacy or your use of the information herein.
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